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INDEPENDENT AUDITOR'S REPORT
Board of Directors
Coastside County Water District
Half Moon Bay, California
We have audited the basic financial statements of the Coastside County Water District as of and for the years
ended June 30, 2008 and 2007, as listed in the table of contents. These basic financial statements are the
responsibility of the District's management. Our responsibility is to express an opinion on these financial
statements based on our audits.
We conducted our audits in accordance with generally accepted auditing standards in the United States of
America. Those standards require that we plan and perform the audits to obtain reasonable assurance as to
whether the financial statements are free of material misstatement. An audit includes examining on a test
basis evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis
for our opinion.
In our opinion, the basic financial statements referred to above present fairly in all material respects the
financial position of the Coastside County Water District at June 30, 2008 and 2007 and the results of its
operations and cash flows for the years then ended, in conformity with generally accepted accounting
principles in the United States of America.
Management’s Discussion and Analysis is required by the Government Accounting Standards Board, but is
not part of the basic financial statements. We have applied certain limited procedures to this information,
principally inquiries of management regarding the methods of measurement and presentation of this
information, but we did not audit this information and we express no opinion on it.

October 2, 2008

MANAGEMENT’S DISCUSSION AND ANALYSIS
The Governmental Accounting Standards Board (GASB) recently issued GASB 34, Basic Financial Statements –
and Management’s Discussion and Analysis – for State and Local Governments. GASB 34 establishes financial
reporting standards for state and local governments, including states, cities, villages and special purpose
governments such as school districts and public utilities. This standard has minor impacts upon the financial
reporting and accounting performed by the Coastside County Water District, which includes the addition of this
section, entitled Management’s Discussion and Analysis (MDA).
The MDA presents management’s analysis of the Coastside County Water District’s (the District) financial
condition and activities as of and for the year ended June 30, 2008. The MDA is intended to serve as an
introduction to the District’s basic financial statements. Readers are encouraged to consider the information
presented here in conjunction with the information contained in the accompanying financial statements.
The information in this MDA is presented in the following order:
•
•
•
•
•

Organization and Overview of Financial Statements
Financial Analysis
Capital Assets
Debt Administration
Request for Information

Organization and Overview of Financial Statements:
The Coastside County Water District is organized under the Water Code provisions of the general laws of the State
of California and is governed by a five-member Board of Directors elected at large by the registered voters of the
District. The District is located along the Pacific Ocean in San Mateo County; it purchases more than half of its
water supply from the San Francisco Water Department. The balance is developed from local sources, including
surface diversion and wells. Water is distributed to customers inside and outside the District’s boundaries.
The District is a proprietary entity; it uses an enterprise fund format to report its activities for financial statement
purposes. Enterprise funds are used to account for operations that are financed and operated in a manner similar to
private business enterprises, where the intent of the governing body is that the costs and expenses, including
depreciation, of providing goods or services to the general public on a continuing basis be financed or recovered
primarily through user charges.

Financial Analysis

2008

2007

$36,655,542

$32,477,231

$4,178,311

8,661,209
1,089,723
46,406,474

12,432,462
1,055,821
45,965,514

(3,771,253)
33,902
440,960

bilities (long term debt)
ies (accounts payable, accrued expenses)
Total liabilities

8,218,291
1,892,076
10,110,367

8,605,451
1,000,492
9,605,943

(387,160)
891,584
504,424

Invested in capital assets
Restricted (Crystal & Unspent Projects)
Unrestricted
Total net assets

24,023,271
5,310,556
6,962,280
$36,296,107

23,607,231
9,167,119
3,585,221
$36,359,571

416,040
(3,856,563)
3,377,059
($63,464)

treatment plants, pipelines,
etc.)
tments
Total assets

(Decrease)

Comparison of fiscal year 2008 to fiscal year 2007: Total assets increased by $440,960 in fiscal year 2008 to
$46,406,474, while total liabilities increased by $504,424, resulting in an overall decrease in net assets of $63,464.

Results of Operations

Re venue s & Expe nse s
June 30, 2008 and 2007
Increase
% Increase
(Decrease) (Decrease)

2008

2007

Operating revenue

5,199,490

4,819,554

379,936

7.88%

Operating expenses
Water Supply
Pumping
Transmission and distribution
Administration & professional fees
Depreciation
Total operating expenses

1,900,644
372,943
1,117,384
1,702,551
1,185,727
6,279,249

1,724,986
296,399
978,608
1,731,019
1,121,749
5,852,761

175,658
76,544
138,776
(28,468)
63,978
426,488

10.18%
25.82%
14.18%
-1.64%
5.70%
7.29%

(1,079,759)

(1,033,207)

(46,552)

4.51%

Operating income (loss)

2007 Expe nse s

2008 Expe nse s

19%

Water Supply
30%

19%

Water Supply
29%

Pumping
Pumping

27%

6%
18%

Transmission
and distribution
A dministration
& prof essional
f ees
Depreciation

5%
30%
17%

Transmission
and distribution
A dministration
& prof essional
f ees
Depreciation

Comparison of fiscal year 2008 to fiscal year 2007: Operating revenue increased by $379,936 in fiscal year 2008,
while expenses increased by $426,488, resulting in an overall $46,552 decrease in operating income during fiscal
year 2008.

Non-Operating Revenues & Expenditures
The governmental accounting standards divided Revenue and Expenses for agencies between “Operating” and
“Non-Operating” sources. The Non-Operating sources are summarized below:

County apportionment of property taxes
Transmission and storage fees
Investment income, net
Misc income (asset sales & conn. Fees)
Total non-operating revenue
Interest expense
Collection Fees
Amortization
Miscellaneous fees
total non-operating expense
Net from non-operating

2008

2007

$856,774
70,984
439,408
116,756
1,483,922

$868,226
525,214
628,749
205,199
2,227,388

($11,452)
(454,230)
(189,341)
(88,443)
(743,466)

-1.3%
-86.5%
-30.1%
-43.1%
-33.4%

397,450
7,269
6,982
55,926
467,627

359,248
12,159
18,629
41,271
431,307

38,202
(4,890)
(11,647)
14,655
36,320

10.6%
-40.2%
-62.5%
35.5%
8.4%

$1,016,295

$1,796,081

($779,786)

-43.4%

2008 Non-Operating Revenue
Co unty
appo rtio nment o f
pro perty taxes
Transmissio n and
sto rage fees

57%

9%
39%
28%

Investment
inco me, net

Co unty
appo rtio nment o f
pro perty taxes
Transmissio n and
sto rage fees
Investment
inco me, net

M isc inco me
(asset sales &
co nn. Fees)

5%

% Change

2007 Non-Operating Revenue

8%

30%

$ Change
Increase /
(Decrease)

M isc inco me

24%

2007 Non-Operating Expenses

2008 Non-Operating Expenses

10%

12%
1%
2%

Interest
expense

4%
3%

Interest
expense
Co llectio n
Fees

Co llectio n
Fees

A mo rtizatio n

A mo rtizatio n

85%

M iscellaneo us
fees

M iscellaneo us
fees

83%

Comparison of fiscal year 2008 to fiscal year 2007: Non-operating revenue decreased by $743,466 while nonoperating expense increased by $36,320, resulting in an overall decrease of $779,786 during fiscal year 2008.

Capital Assets
Utility plant and construction in progress balances and activity are summarized below:
Balance
Beginning of
Year
Utility Plant in Service:
Land
Buildings
Furniture & Equipment
Vehicles
Treatment plants, pipelines
wells, pump stations
Crystal Springs Project
West pipeline
Nunes treatment plant
East pipeline
Pump station
Casa Del Mar pipeline
Carter Hill Tank pipeline
El Granada Phase 3
Design, engineering and
intangible costs

$

160,612
665,806
755,090
668,688

Additions and
Transfers, net

Retirements

Balance End of Year
$

$

19,949,955

10,923
138,285
142,789

(87,842)

286,376

4,126,272
3,402,563
3,197,786
7,738,337
873,745
50,000
308,593

20,236,331
4,126,272
3,402,563
3,197,786
7,738,337
873,745
845,508
308,593

795,508

3,265,466

Utility plant at cost

45,162,913

Less accumulated depreciation

160,612
676,729
893,375
723,635

3,265,466
$

(16,581,617)

1,373,881
(1,185,727)

$

(87,842)

46,448,952

87,842

(17,679,502)

Utility plant, net

$

28,581,296

$

188,154

$

28,769,450

Construction in progress

$

3,895,935

$

3,990,157

$

7,886,092

Debt Administration
On May 12, 1998 the District issued ABAG Water and Wastewater Revenue Refunding Bonds, Series 1998A in an
original principal amount of $2,855,000. Proceeds of the 1998 Bonds were placed in an irrevocable trust to advance
refund the outstanding balance of the Water Revenue Refunding Bond, Series 1993; a portion was also used to
finance water pipeline replacements. The remaining balance of the 1993 Bonds was paid off as of June 30, 2004.
All revenues generated by the Utility Plant and a debt service insurance policy serving as a reserve fund are pledged
for the repayment of the 1998 Bonds. The 1998 Bonds bear interest at 3.75% to 5.3% and require semiannual
interest payments on October 1 and April 1 and annual principal payments on October 1. A final installment is due
October 1, 2013.
Any 1998 Bonds maturing on or after October 1, 2009 may be redeemed at par plus a 2% premium on or after
October 1, 2008. The premium decreases 1% each year until October 1, 2010 at which time the 1998 Bonds may be
redeemed at par. 1998 Bonds maturing on or after October 1, 2010 and 2021 are subject to mandatory annual
redemption commencing October 1, 2006 and 2011, respectively, at par.
2006B Bonds bear interest at 3.50% to 4.75% and require semiannual interest payments on October 1 and April 1
and annual principal payments on October 1, beginning October 1, 2007. A final installment is due October 1,
2032.
Future annual repayment requirements are as follows:

For the Years ended June 30:
2009
2010
2011
2012
2013
2014-2018
2019-2023
2024-2028
2029-2033
Total future repayments due

Principal
$

$

365,000
390,000
405,000
420,000
435,000
1,345,000
1,340,000
1,690,000
2,125,000
8,515,000

Interest
$

$

383,680
367,245
349,811
331,274
311,569
1,341,604
1,065,818
709,346
261,845
5,122,192

Total
$

$

748,680
757,245
754,811
751,274
746,569
2,686,604
2,405,818
2,399,346
2,386,845
13,637,192

Request for Information
This report is designed to provide customers and creditors with a general overview of the District’s finances and
demonstrate the District’s accountability for the monies it receives. If you have any questions about this report or
need additional information, you may contact David Dickson, General Manager, or Gina Brazil, Office Manager at
(650) 726-4405. By mail, you may contact: Coastside County Water District, 766 Main Street, Half Moon Bay, CA
94019.

COASTSIDE COUNTY WATER DISTRICT
COMPARATIVE STATEMENTS OF NET ASSETS
FOR THE YEARS ENDED JUNE 30, 2008 AND 2007
ASSETS

2008

2007

$46,448,952
(17,679,502)

$45,162,913
(16,581,617)

28,769,450

28,581,296

Construction in progress (Note 3)

7,886,092

3,895,935

Restricted cash and investments (Note 2)

5,310,556

9,234,169

Current assets:
Cash and investments (Note 2)
Accounts receivable from customers
Taxes receivable
Interest receivable
Prepaid expenses
Materials and supplies
Unamortized bond issuance costs (Note 1H)

3,350,653
577,542
42,111
33,595
18,798
157,511
260,166

3,198,293
538,133
20,409
74,082
18,553
147,594
257,050

4,440,376

4,254,114

46,406,474

45,965,514

8,093,800
124,491

8,458,800
146,651

8,218,291

8,605,451

68,535
1,263,410
51,560
55,741
87,830
365,000

67,050
390,085
55,677
25,140
109,788
352,752

1,892,076

1,000,492

10,110,367

9,605,943

24,023,271

23,607,231

1,137,085
4,173,471

3,616,010
235,154
5,315,955

Total Restricted

5,310,556

9,167,119

Unrestricted (Board designations):
Operating capital
Emergency and contingency
Capital expenditures
Unrestricted, undesignated by Board

300,000
1,669,005
4,993,275

300,000
1,564,103
1,721,118

6,962,280

3,585,221

$36,296,107

$36,359,571

Utility plant (Note 3)
Less: accumulated depreciation
Utility Plant, Net

Total Current Assets
Total Assets
LIABILITIES
Noncurrent Liabilities:
Long-term debt (Note 5)
Accrued vacation and sick leave (Note 1G)
Total Noncurrent Liabilities
Current liabilities:
Due to Crystal Springs Assessment District (Note 4)
Accounts payable and accrued liabilities
Customer deposits
Accrued payroll
Deferred revenue
Current portion of long-term debt (Note 5)
Total Current Liabilities
Total Liabilities
NET ASSETS (Note 8)
Invested in capital assets, net of related debt
Restricted for:
Transmission and storage fees-Crystal Springs Project
District contribution to Crystal Springs Project
Various capital improvements

Total Unrestricted
Net Assets

See accompanying notes to financial statements

COASTSIDE COUNTY WATER DISTRICT
COMPARATIVE STATEMENTS OF REVENUES AND EXPENSES
FOR THE YEARS ENDED JUNE 30, 2008 AND 2007

2008

2007

$5,199,490

$4,819,554

OPERATING EXPENSES
Source of supply
Pumping
Transmission and distribution
Administrative and general
Depreciation (Note 3)

1,900,644
372,943
1,117,384
1,702,551
1,185,727

1,724,986
296,399
978,608
1,731,019
1,121,749

Total Operating Expenses

6,279,249

5,852,761

(1,079,759)

(1,033,207)

856,774
70,984
439,408
20,074
(397,450)
(6,982)
(7,269)
(55,926)
96,682

868,226
525,214
628,749
40,147
(359,248)
(18,629)
(12,159)
(41,271)
80,642
84,410

OPERATING REVENUES
Water sales

OPERATING LOSS
NONOPERATING REVENUES (EXPENSES)
County apportionment of property taxes
Transmission and storage fees
Investment income, net
Connection fees
Interest expense
Amortization
Collection fees
Miscellaneous fees
Miscellaneous income
Contributions in aide of construction
Net Nonoperating Revenues
Net Income (Loss)

1,016,295
($63,464)

See accompanying notes to financial statements

1,796,081
$762,874

COASTSIDE COUNTY WATER DISTRICT
COMPARATIVE STATEMENTS OF CHANGES IN NET ASSETS
FOR THE YEARS ENDED JUNE 30, 2008 AND 2007

Invested in
Capital Assets,
Net of
Related Debt
Balance June 30, 2006

$29,249,345

Restricted
Crystal Springs Project
Transmission
District
& Storage Fees
Contribution
$2,941,191

Reduction reflecting District expenditure
on Crystal Springs Project

194,261

Transmission and Storage Fees

286,916

Interest on Accumulated Transmissio
and Storage Fees

193,642

Various
Capital Projects

$235,154

185,000

Debt service payment
Net (loss)
Unspent bond proceeds restricted for capital projects

(5,315,955)

$5,315,955

Increase in designation fo
capital expenditures
Increase in Utility Plant, ne

(511,159)
23,607,231

Balance June 30, 2007
Reduction reflecting District expenditure
on Crystal Springs Project
Transmission and Storage Fees

3,616,010

235,154

(2,836,040)

(235,154)

5,315,955

59,245

Interest on Accumulated Transmissio
and Storage Fees

297,870
355,000

Debt service payment
Net income (loss)
Unspent bond proceeds restricted for capital projects

1,142,484

(1,142,484)

Increase in Board designations
capital expenditures
Increase in Utility Plant, ne
Balance June 30, 2008

(1,081,444)
$24,023,271

$1,137,085

$4,173,471
(Continued)

See accompanying notes to basic financial statement

Operating
Capital
$300,000

Unrestricted
Emergency
and
Capital
Contingency
Expenditures
$700,000

$1,652,354

Undesignated
$518,653

(194,261)
(286,916)

(193,642)
(185,000)
762,874

864,103

(442,395)

(421,708)

511,159
300,000

1,564,103

1,721,118

235,154

2,836,040
(59,245)

(297,870)
(355,000)
(864,103)

969,005

864,103

(63,464)

1,091,456

(2,060,461)

1,081,444
$300,000

$1,669,005

$4,993,275

COASTSIDE COUNTY WATER DISTRICT
COMPARATIVE STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED JUNE 30, 2008 AND 2007
2008
CASH FLOWS FROM OPERATING ACTIVITIES
Cash collections from customers
Cash payments to vendors
Payments to employees
Cash Flows from Operating Activities

$5,134,006
(2,975,027)
(1,246,891)
912,088

2007

$4,654,238
(3,352,020)
(1,306,103)
(3,885)

CASH FLOWS FROM INVESTING ACTIVITIES
Interest received on investments

479,895

611,980

CASH FLOWS FROM NONCAPITAL
FINANCING ACTIVITIES
Property taxes received
County collection fees
Miscellaneous receipts
Miscellaneous payments

835,072
(7,269)
96,682
(55,926)

859,850
(12,159)
80,642
(41,271)

868,559

887,062

Cash Flows from Noncapital
Financing Activities
CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES
Contributions in aide of construction
Collection of transmission and storage fees
Collection of connection fees
Change in restricted cash & investments
Acquisition of capital assets
Redemption of Crystal Springs Project Bond
Principal and interest paid on long-term debt

0
70,984
20,074
3,923,613
(5,364,038)
1,485
(760,300)

84,410
525,214
40,147
957,176
(2,309,636)
930
(544,248)

Cash Flows from Capital and Related
Financing Activities

(2,108,182)

(1,246,007)

NET CASH FLOWS
Cash and investments at beginning of year
Cash and investments at end of year

152,360

249,150

3,198,293

2,949,143

$3,350,653

$3,198,293
(continued)

COASTSIDE COUNTY WATER DISTRICT
COMPARATIVE STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED JUNE 30, 2008 AND 2007

RECONCILIATION OF OPERATING INCOME TO
CASH FLOWS FROM OPERATIONS
Operating (loss)
Adjustments to reconcile operating loss to cash
flows from operating activities:
Depreciation
Decrease (increase) in:
Accounts receivable from customers
Prepaid expenses
Materials and supplies
Increase (decrease) in:
Due to Crystal Springs Assessment District
Accounts payable and accrued liabilities
Customers' deposits
Accrued vacation and sick leave
Deferred revenue
Accrued payroll
Cash Flows from Operating Activities

2008

2007

($1,079,759)

($1,033,207)

1,185,727

1,121,749

(39,409)
(245)
(9,917)

(146,935)
2,413
(19,917)

873,325
(4,117)
(22,160)
(21,958)
30,601

141,164
3,577
(50,622)
(21,958)
(149)

$912,088

See accompanying notes to basic financial statements

($3,885)

COASTSIDE COUNTY WATER DISTRICT
NOTES TO FINANCIAL STATEMENTS
NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The Coastside County Water District is organized under the Water Code provisions of the general laws
of the State of California and is governed by a five-member Board of Directors elected at large by the
registered voters of the District. The District is located along the Pacific Ocean in San Mateo County; it
purchases more than half of its water supply from the San Francisco Water Department. The balance is
developed from local sources, including surface diversion and wells. Water is distributed to customers
inside and outside the District's boundaries.
A. Reporting Entity
The District's financial statements reflect only its own activities; it has no component units (other
government units overseen by the District).
B. Enterprise Fund Accounting
The District is a proprietary entity; it uses an enterprise fund format to report its activities for financial
statement purposes. Enterprise funds are used to account for operations that are financed and operated in
a manner similar to private business enterprises, where the intent of the governing body is that the costs
and expenses, including depreciation, of providing goods or services to the general public on a
continuing basis be financed or recovered primarily through user charges.
An enterprise fund is used to account for activities similar to those in the private sector, where the proper
matching of revenues and costs is important and the full accrual basis of accounting is required. With this
measurement focus, all assets and all liabilities of the enterprise are recorded on its balance sheet, all
revenues are recognized when earned and all expenses, including depreciation, are recognized when
incurred. Enterprise fund equity includes retained earnings and contributed capital.
For its proprietary activities, the District does not apply Financial Accounting Standards Board (FASB)
statements and interpretations issued after November 30, 1989. The proprietary funds apply all
applicable Governmental Accounting Standards Board (GASB) pronouncements as well as statements
and interpretations of FASB, Accounting Principles Board Opinions, and Accounting Research Bulletins
of the Committee on Accounting Procedure issued on or before November 30, 1989, unless those
pronouncements conflict with or contradict GASB pronouncements.
C. Utility Plant
Utility plant is stated at cost. Utility plant contributed to the District, including meters, pipelines and
mains contributed by contractors, is stated at estimated fair value at the time of contribution.
Expenditures which materially increase the value or life of utility plant assets are capitalized and
depreciated over the remaining useful life of the asset.
D. Depreciation
The purpose of depreciation is to spread the cost of utility plant assets equitably among all customers
over the life of these assets, so that each customer’s bill includes a pro rata share of the cost of these
assets. The amount charged to depreciation expense each year represents that year’s pro rata share of
utility plant cost.

COASTSIDE COUNTY WATER DISTRICT
NOTES TO FINANCIAL STATEMENTS
NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Depreciation of all utility plant in service is charged as an expense against operations each year and the
total amount of depreciation taken over the years, called accumulated depreciation, is reported on the
balance sheet as a reduction in the book value of the utility plant assets.
Depreciation of utility plant in service is provided using the straight-line method, which means the cost
of the asset is divided by its expected useful life in years and the result is charged to expense each year
until the asset is fully depreciated. The District has assigned the useful lives listed below to utility plant
assets:
Years
Water Treatment Plants and Pipelines

22-50

Buildings

23-33

Furniture and Equipment

10

Vehicles

5

E. Cash Flows Defined
For purposes of the statement of cash flows the District defines cash and investments to include
unrestricted cash and temporary investments.
F. Property Taxes
Property tax revenue is recognized in the fiscal year for which the tax is levied. The County of San
Mateo levies, bills and collects property taxes for the District; all material amounts are collected by June
30.
Secured and unsecured property tax is due in two installments on November 1 and February 1, becomes
a lien on January 1, and becomes delinquent on December 10 and April 10, respectively. Delinquent
accounts are assessed a penalty of 10 percent. Accounts which remain unpaid on June 30 are charged an
additional one and one half percent per month. Unsecured property tax is due on July 1 and becomes
delinquent on August 31. The penalty percentage rates are the same as secured property tax.
G. Accrued Vacation and Sick Leave
The liability for vested vacation pay is recorded as an expense when the vacation is earned. District
employees have a vested interest of up to 240 hours of accrued vacation time and up to 120 days of
accrued sick time for employees that retire and are hired prior to December 31, 1990. Employees hired
after that date have a vested interest in up to fifty percent of their sick time up to 60 days, based upon
retirement and time with the District.
H. Unamortized Bond Issue Costs
Costs incurred in issuing long-term debt are capitalized and amortized over the life of the debt.

COASTSIDE COUNTY WATER DISTRICT
NOTES TO FINANCIAL STATEMENTS
NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
I. Reclassification
For the year ended June 30, 2008, certain classifications have been changed to improve financial
statement presentation. For comparative purposes, prior year balances have been reclassified to
conform with the fiscal year 2008 presentation.
NOTE 2 - CASH AND INVESTMENTS
A. Composition
The District's cash and temporary investments are carried at market, and include:
June 30, 2008
Current
Restricted
Cash in Bank:
Operating Account
Crystal Springs Project Transmission & Storage Account
Reassessment Reserve Fund
Cash on hand - Petty Cash
Money Market Funds (bond proceeds)
Local Agency Investment Fund:
Crystal Springs Project
District contribution to Crystal Springs Project
Operating capital reserve
Emergency and contingency reserve
Capital expenditures reserves
Total

$310,158
$1,048,365
68,535
1,930
4,173,471

$391,781
961,818
67,050
3,948
5,315,955

20,185

2,654,192
235,154
300,000
1,564,103
938,461

$5,310,556

$12,432,462

300,000
1,564,103
1,174,462
$3,350,653

June 30, 2007

B. Policies
California Law requires banks and savings and loan institutions to pledge government securities with a
market value of 110% of the District’s cash on deposit or first trust deed mortgage notes with a value of
150% of the District’s cash on deposit as collateral for these deposits. Under California Law this
collateral is held in an investment pool by an independent financial institution in the District’s name and
places the District ahead of general creditors of the institution pledging the collateral. The District has
waived collateral requirements for the portion of deposits covered by federal deposit insurance.
The District’s investments are carried at fair value, as require by generally accepted accounting
principles. The District adjusts the carrying value of its investments to reflect their fair value at each
fiscal year end, and it includes the effects of these adjustments in income for that fiscal year.

COASTSIDE COUNTY WATER DISTRICT
NOTES TO FINANCIAL STATEMENTS
NOTE 2 - CASH AND INVESTMENTS (Continued)
C. Investments Authorized by the California Government Code and the District’s Investment Policy
The District’s Investment Policy and the California Government Code allow the District to invest in the
following, provided the credit ratings of the issuers are acceptable to the District and approved
percentages and maturities are not exceeded. The table below also identifies certain provisions of the
California Government Code, or the District’s Investment Policy where the District’s Investment Policy
is more restrictive.
Maximum
Maximum

Percentage of

Maturity

Portfolio

N/A

None

U.S. Treasury Obligations

5 years

None

Negotiable Certificates of Deposit

1 year

30%

Authorized Investment Type
California Local Agency Investment Fund

D.

Investments Authorized by Debt Agreements
The District must maintain required amounts of cash and investments with trustees or fiscal agents
under the terms of certain debt issues. These funds are unexpended bond proceeds or are pledged
reserves to be used if the District fails to meet its obligations under these debt issues. The California
Government Code requires these funds to be invested in accordance with District resolutions, bond
indentures or State statutes. The table below identifies the investment types that are authorized for
investments held by fiscal agents. The bond indentures contain no limitations for the maximum
investment in any one issuer or the maximum percentage of the portfolio that may be invested in any
one investment type. The table also identifies certain provisions of these debt agreements:
Maximum
Maturity

Minimum
Credit Quality

U.S. Treasury Obligations

N/A

Aaa

U.S. Agency Securities

N/A

Aaa

Bankers' Acceptances

30 days

A-1

Commercial Paper

270 days

A-1+

Money Market Funds

N/A

Aam

Pre-Funded Municipal Obligations

N/A

AAA

270 days

A

State Direct General Obligation

N/A

AA-

Special Revenue Bonds

N/A

AA

California Local Agency Investment Fund

N/A

None

Authorized Investment Type

Repurchase Agreements

COASTSIDE COUNTY WATER DISTRICT
NOTES TO FINANCIAL STATEMENTS
NOTE 2 - CASH AND INVESTMENTS (Continued)
E. Interest Rate and Credit Risk
Interest rate risk is the risk that changes in market interest rates will adversely affect the fair value of
an investment. Normally, the longer the maturity of an investment, the greater the sensitivity of its
fair value to changes in market interest rates.
The District is a participant in the Local Agency Investment Fund (LAIF) that is regulated by
California Government Code Section 16429 under the oversight of the Treasurer of the State of
California. The District reports its investment in LAIF at the fair value amount provided by LAIF,
which is the same as the value of the pool share. The balance available for withdrawal is based on the
accounting records maintained by LAIF, which are maintained on an amortized cost basis. Included
in LAIF’s investment portfolio are collateralized mortgage obligations, mortgage-backed securities,
other asset-backed securities, loans to certain state funds, and floating rate securities issued by federal
agencies, government-sponsored enterprises, United States Treasury Notes and Bills, and
corporations. At June 30, 2008, these investments matured in an average of 212 days.
Money market funds are available for withdrawal on demand and at June 30, 2008, matured in an
average of 26 days.
Credit risk is the risk that an issuer of an investment will not fulfill its obligation to the holder of the
investment. This is measured by the assignment of a rating by a nationally recognized statistical
rating organization. The District’s only investments are in the California Local Agency Investment
Fund and in Money Market accounts which are not rated at June 30, 2008.
F. Reassessment Redemption Fund
The cash balance in the Reassessment Redemption and Reassessment Reserve Fund accounts represent
receipts of the Crystal Springs Assessment District, held by the Water District as the Assessment
District’s agent as discussed at Note 4.

COASTSIDE COUNTY WATER DISTRICT
NOTES TO FINANCIAL STATEMENTS
NOTE 3 - UTILITY PLANT AND CONSTRUCTION IN PROGRESS
Utility plant and construction in progress balances and activity are summarized below:
Balance
Beginning

Additions and

of Year

Transfers, net

Balance
Retirements

End of Year

Utility Plant in Service:
Land

$160,612

$160,612

Buildings

665,806

$10,923

676,729

Furniture & equipment

755,090

138,285

893,375

Vehicles

668,688

142,789

19,949,955

286,376

($87,842)

723,635

Treatment plants, pipelines,
wells, pump stations

20,236,331

Crystal Springs Project:
West pipeline

4,126,272

4,126,272

Nunes treatment plant

3,402,563

3,402,563

East pipeline

3,197,786

3,197,786

Pump station

7,738,337

7,738,337

873,745

873,745

Casa Del Mar pipeline
Carter Hill Tank pipeline
El Granada Phase 3

50,000

795,508

845,508

308,593

308,593

3,265,466

3,265,466

Design, engineering and
intangible costs
Utility plant at cost
Less accumulated depreciation
Utility plant, net
Construction in progress

45,162,913

1,373,881

(87,842)

46,448,952

(16,581,617)

(1,185,727)

87,842

(17,679,502)

$28,581,296

$188,154

$28,769,450

$3,895,935

$3,990,157

$7,886,092

Construction in progress at June 30, 2008 consisted primarily of pipeline replacement costs.

COASTSIDE COUNTY WATER DISTRICT
NOTES TO FINANCIAL STATEMENTS
NOTE 4 - CRYSTAL SPRINGS ASSESSMENT DISTRICT
The Crystal Springs Water Supply Project (CSP) constructed by the Coastside County Water District
(Water District) was financed by purchasers of CSP water service connections who either paid cash for
their water service connections or have agreed to place their properties in the Crystal Springs
Assessment District, which was formed for the sole purpose of providing funding to construct the
Project.
At June 30, 2008, the Assessment District had fully repaid the balance of its Limited Obligation
Refunding Bonds issued in 1999. Property owners were solely responsible for repayment of these
Bonds. Security for the Bonds was provided by a lien against each property to which a CSP water
service connection is assigned. The County of San Mateo acted as the agent for the Assessment District,
collecting assessments and forwarding bond payments to the Assessment District. The Assessment
District was responsible for submitting monies collected by the County to a paying agent, which in turn
paid the bond holders. In the event of non-payment of an assessment by a property owner, the Water
District was responsible only for initiating foreclosure action on the property encumbered by the CSP
assessment.
Since the Water District has never assumed any legal or moral liability to pay any of the Assessment
District’s bonded indebtedness, the Water District’s financial statements do not include the Assessment
District bonds or related balances. However, as the Assessment District’s agent, the Water District uses
the cash discussed at Note 2 A to make the required payments on the Assessment District Bonds.
NOTE 5 – LONG-TERM DEBT
A. Long-Term Debt Activity
Original
Issue
Amount
1998A ABAG Water and Wastewater
Revenue Refunding Bonds,
3.75-5.3%, due 10/01/2013
2006B Water Revenue Bonds
3.5-4.75%, due 10/01/32
Discounts
Total Long-Term Debt
Less:
Amount due within one year
Total Long-Term Debt, net

$2,855,000
7,295,000
(58,459)

Balance
June 30, 2007

$1,575,000
7,295,000
(58,448)
8,811,552

(352,752)
$8,458,800

Retirements

Balance
June 30, 2008

Amount
due within
one year

$195,000

$1,380,000

$200,000

160,000
(2,248)
$352,752

7,135,000
(56,200)

165,000

8,458,800

$365,000

(365,000)
$8,093,800

COASTSIDE COUNTY WATER DISTRICT
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NOTE 5 – LONG TERM DEBT (Continued)
B. 1998A ABAG Water and Wastewater Revenue Refunding Bonds
On May 12, 1998 the District issued ABAG Water and Wastewater Revenue Refunding Bonds, Series
1998A in an original principal amount of $2,855,000. Proceeds of the 1998 Bonds were placed in an
irrevocable trust to advance refund the outstanding balance of the Water Revenue Refunding Bonds,
Series 1993; a portion was also used to finance water pipeline replacements.
All revenues generated by the Utility Plant and a debt service insurance policy serving as a reserve fund
are pledged for the repayment of the 1998 Bonds. The 1998 Bonds bear interest at 3.75% to 5.3% and
require semiannual interest payments on October 1 and April 1 and annual principal payments on
October 1. A final installment is due October 1, 2013.
Any 1998 Bonds maturing on or after October 1, 2009 may be redeemed at par plus a 2% premium on or
after October 1, 2008. The premium decreases 1% each year until October 1, 2010 at which time the
1998 Bonds may be redeemed at par. 1998 Bonds maturing on or after October 1, 2010 and 2021 are
subject to mandatory annual redemption commencing October 1, 2006 and 2011, respectively, at par.
C. 2006B Water Revenue Bonds
On June 1, 2006 the District issued Water Revenue Bonds, Series 2006B in an original principal amount
of $7,295,000 to finance and refinance certain public capital improvements. The bonds are payable from
revenues of the District. The 2006B Bonds bear interest at 3.50% to 4.75% and require semiannual
interest payments on October 1 and April 1 and annual principal payments on October 1, beginning
October 1, 2007. A final installment is due October 1, 2032.
D. Repayment Schedule
Future annual repayment requirements are as follows:
Enterprise Activities
For The Year
Ending June 30
2009
2010
2011
2012
2013
2014-2018
2019-2023
2024-2028
2029-2033
Total payments due
Less: Unamortized discounts
Total Long-Term Debt, net

Principal

Interest

Total

$365,000
390,000
405,000
420,000
435,000
1,345,000
1,340,000
1,690,000
2,125,000

$383,680
367,245
349,811
331,274
311,569
1,341,604
1,065,818
709,346
261,845

$748,680
757,245
754,811
751,274
746,569
2,686,604
2,405,818
2,399,346
2,386,845

8,515,000

$5,122,192

$13,637,192

(56,200)
$8,458,800
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NOTE 6 - PENSION PLAN
All employees meeting CALPERS membership requirements must participate in pension plans
offered by California Public Employees Retirement System (CALPERS), an agent multiple
employer defined benefit pension plan which acts as a common investment and administrative
agent for its participating member employers. CALPERS provides retirement and disability
benefits, annual cost of living adjustments and death benefits to plan members, who must be
public employees and beneficiaries. The District’s employees participate in the Miscellaneous
Employee Plan. Benefit provisions under the Plan are established by State statute and District
resolution. Benefits are based on years of credited service, equal to one year of full time
employment. Funding contributions for the Plan is determined annually on an actuarial basis as
of June 30 by CALPERS; the District must contribute these amounts. The Plans’ provisions and
benefits in effect at June 30, 2008, are summarized as follows:

Benefit vesting schedule
Benefit payments
Retirement age
Monthly benefits, as a % of annual salary
Required employee contribution rates
Required employer contribution rates

Miscellaneous
5 years service
monthly for life
50
2.0% - 2.5%
8%
22.95%

The District’s labor contracts require it to pay employee contributions as well as its own.
CALPERS determines contribution requirements using a modification of the Entry Age Normal
Method. Under this method, the District’s total normal benefit cost for each employee from date of
hire to date of retirement is expressed as a level percentage of the related total payroll cost. Normal
benefit cost under this method is the level amount the District must pay annually to fund an
employee’s projected retirement benefit. This level percentage of payroll method is used to
amortize any unfunded actuarial liabilities. The actuarial assumptions used to compute contribution
requirements are also used to compute the pension benefit obligation. The District does not have a
net pension obligation since it pays these actuarially required contributions monthly.
CALPERS uses the market related value method of valuing the Plan’s assets. An investment rate of
return of 7.75% is assumed, including inflation at 3.0%. Annual salary increases are assumed to
vary by duration of service. Changes in liability due to plan amendments, changes in actuarial
assumptions, or changes in actuarial methods are amortized as a level percentage of payroll on a
closed basis over twenty years. Investment gains and losses are accumulated as they are realized
and amortized over a rolling thirty year period.
As required by State law, effective July 1, 2005, the District’s Miscellaneous Plan was
terminated, and the employees in the plan were required by CALPERS to join new State-wide
pools. One of the conditions of entry to these pools was that the District true-up any unfunded
liabilities in the former Plans, either by paying cash or by increasing its future contribution rates
through a Side Fund offered by CALPERS. The District satisfied its Miscellaneous Plan’s
unfunded liability of $1,193,435 by agreeing to contribute that amount to the Side Fund through
an addition to its normal contribution rates over the next 11 years.
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NOTE 6 -- PENSION PLAN (Continued)
The required contribution rates for the year ended June 30 are as follows:

Employer
Contribution
Amount
2006
$258,530
2007
312,839
2008
300,547

Employer
Contribution
Rate
22.66%
25.34%
22.95%

The latest available actuarial values of the above State-wide pools (which differs from market value)
and funding progress were set forth as follow. The information presented below relates to the Statewide pools as a whole, of which the City is one of the participating employers.

Miscellaneous Plan:
Actuarial

Valuation
Date
6/30/2004
6/30/2005
6/30/2006

Accrued
Liability
$434,267,445
579,276,103
912,988,585

Actuarial
Value of
Assets
$379,807,592
500,388,523
787,758,909

Unfunded
Liability
$54,459,853
78,887,580
125,229,676

Funded
Ratio
87.5%
86.4%
86.3%

Annual
Covered
Payroll
$97,227,479
129,379,492
200,320,145

Unfunded
Liability as
% of Payroll
56.0%
61.0%
62.5%

Audited annual financial statements are available from CALPERS at P.O. Box 942709, Sacramento,
CA 94229-2709.
Actuarially required contributions which were equal to net pension costs, for fiscal years 2008,
2007, and 2006 were $300,547, $312,839, and $258,530 respectively. The District made these
contributions as required, together with certain immaterial amounts required as the result of the
payment of overtime and other additional employee compensation.
NOTE 7 - DEFERRED COMPENSATION PLAN
District employees may defer a portion of their compensation under a District sponsored Deferred
Compensation Plan created in accordance with Internal Revenue Code Section 457. Under this
plan, participants are not taxed on the deferred portion of their compensation until distributed to
them; distributions may be made only at termination, retirement, death or in an emergency as
defined by the Plan.
The District’s Plan administration agreements require plan assets to be held by a Trust for the
exclusive benefit of plan participants and their beneficiaries. Since the assets held under these plans
are not the District’s property and are not subject to claims by general creditors of the District, they
have been excluded from these financial statements.
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NOTE 8 – NET ASSETS
Net Assets is the excess of all the District’s assets over all its liabilities. Net Assets are divided
into three captions under GASB Statement 34. These captions apply only to Net Assets, which
are described below:
Invested in Capital Assets, net of related debt describes the portion of Net Assets which is
represented by the current net book value of the District’s capital assets, less the outstanding balance
of any debt issued to finance these assets.
Restricted describes the portion of Net Assets which is restricted as to use by the terms and
conditions of agreements with outside parties, governmental regulations, laws, or other restrictions
which the District cannot unilaterally alter. The Restricted Net Assets are presented below:
Transmission and Storage Fees collected but not yet expended on the Crystal Springs Project,
plus interest earned on the balance. These funds have been held in a separate bank account and
in LAIF since the inception of the Project.
The District Contribution to Crystal Springs Project, representing the amount pledged by the
District at inception of the project, net of subsequent District expenditures on the Project.
Various capital improvements represent the 2006B Water Revenue Bond proceeds that remain
unspent to finance and refinance certain public capital improvements.
Unrestricted describes the portion of Net Assets which is not restricted to use. Included here are
“Reserves” which the Board can unilaterally alter. Net Assets have been reserved by the Board of
Directors for specific uses in the future. These reserves are presented below:
Operating Capital, representing minimum operating cash requirements.
Emergency and Contingency, to be used in the event of economic uncertainty.
Capital Expenditures, for planned capital expenditures and depreciation expense.
NOTE 9 - RISK MANAGEMENT
The District is a member of the Association of California Water Agencies Joint Powers Insurance
Authority. ACWAJPIA covers general liability claims in an amount up to $50,000,000. The District has
worker’s compensation insurance with ACWAJPIA which provides coverage of worker’s compensation
claims from the first dollar up to statutory limits. During the fiscal year ended June 30, 2008 the District
contributed $91,313 for current year coverage.
ACWAJPIA is governed by a board consisting of representatives from member municipalities. The
board controls ACWAJPIA’s operations, including selection of management and approval of operating
budgets, independent of any influence by member municipalities beyond their representation on the
board.
The District’s contributions to ACWAJPIA equal the ratio of the District’s payroll to the total payrolls
of all entities participating in the same layer of each program, in each program year. Actual surpluses or
losses are shared according to a formula developed from overall loss costs and spread to member entities
on a percentage basis after a retrospective rating.
ACWAJPIA’s audited financial statements may be obtained from them at 5620 Birdcage Street, #200,
Citrus Heights, CA 95610-7632.
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NOTE 10 – OTHER POST-EMPLOYMENT BENEFITS
The District provides certain health care and dental benefits for retired employees. These benefits are
provided through insurance companies whose premiums are based on the benefits paid during the year.
The District recognizes the cost of providing those benefits by expensing the annual insurance
premiums, which was $80,572 for eligible retirees for the year ended June 30, 2008.

